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ABOUT THE COMPANY 

Northern Transportation Company Limited has operated throughout 
the Mackenzie River system for over 42 years and along the Western 
Arctic Coast and islands for over 20 years. Since 1975 six coastal 
communities in the Hudson Bay have been served out of the Port of 
Churchill, Manitoba. The Company’s marine operations have been 
the principal transportation lifeline serving general community freight 
needs and providing logistic support for oil, gas and mineral 
exploration and development. Since 1944, Northern Transportation 
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has transported in excess of 5.5 million tons of cargo over its 5,000 
mile route system. The Company operates a fleet of three 
ocean-going ships, 29 diesel tugs and 167 all-steel, dual-purpose 
barges with capacities of up to 2,250 tons, having an aggregate gross 
tonnage in excess of 100,000. The marine operations are 
complemented by a wholly-owned trucking subsidiary which 
provides a general merchandise trucking service to a number of 
Northem Alberta communities and three major centres in the 
Northwest Territories. 


REPORTOn ne DIREGLORS 


The Honourable Otto Lang 
PGE Be VER: 

Minister of Transport 
Transport Canada Building 
OTTAWA, Canada 
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Dear Mr. Lang: 


The Board of Directors is pleased to submit the 
Annual Report of Northern Transportation 
Company Limited for the year ended December 
ol EH. 

During the period under review, 290,000 tons of 
marine cargo were carried. This constitutes a 
modest increase of 6,000 tons or 2% when 
compared to 1976. In spite of this overall 
improvement, freight in the Mackenzie Sector 
decreased by 11,000 tons. Total logistic support 
for the oil and gas industry rose by 3,000 tons 
due to an increase in shipments to the North 
Slope of Alaska. In the Athabasca’system, as a 
result of renewed activities in mining exploration 
and a ea the oo incurred a 16,000 


during the third year of aoe ( 
tons to a total of 23,500'tens= =. 

One achievement which management is. \ 
particularly pleased to single out is the ft 


pleased to report that the Conan Ss ee 
reduced by some $3.9 million from 19: 


the first time in five years an operating profit has. a 


been recorded. This was accomplished in the. 
face of a regressing economy in the Mackenzie ~ 


Valley and the inflationary forces still affecting the 


Company. With revenues from all sources of 
$24 863,517 and operating expenses of 

$24 105,822, the operating profit was 
$757,695. When debt servicing charges were 
included a net loss of $1,478,989 ensued. 
Although the volume of freight this year was in 
keeping with the Company’s pre-season 
forecasts, it nevertheless reflected the business 
pessimism in the North created by the continuing 
uncertainty as to the future of oil and gas 
exploration activity in the Mackenzie area. 
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Faced with a reversal of the Company’s original expectations in this 
area and the disappointing financial performance of recent years, the 
Company reassessed its total manpower and equipment requirements. 
Several remedial programs flowed out of this analysis, all of which 
contributed to the improved financial results achieved this year. 
Licensing and transportation regulations on the Mackenzie Watershed, 
a subject having great impact on the financial performance of the 
Company, underwent a complete review by the Canadian Transport 
Commission. It is hoped that a more orderly system will be 
recommended to eliminate the chaotic conditions which have existed 
on the Mackenzie River in recent years. 


MARINE OPERATIONS 
Favourabie weather was experienced during the navigational season 
and this contributed to good sailing conditions throughout the 
Mackenzie River, Western Arctic, Athabasca and Keewatin route 
systems. The Cornipany was s able te c@ er its\cargoes successfully and 
the fleet effected an ~~ ret 
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“in Calgary has been the largest single contributor to increased tonnage 
sate ete the system. 


AIR CUSHION VEHICLES 

As recorded in last year’s Annual Report, the Air Cushion Vehicle 
operation was suspended, personnel relocated and the equipment 
placed in storage at Inuvik. It is difficult at this time to predict the future 
in the North for this mode of transportation as the practical use of these 
vehicles relates to their range and the sea state in which they can 
operate. Traditionally they have been used to support off-shore 
shallow water drilling operations in the Beaufort Sea. The Company 
has no present plans to reactivate the two Air Cushion Vehicles. 


PERSONNEL 

During the past operating season the work force 
reached a maximum of 879 persons of whom 
199 were permanent residents of the Northwest 
Territories. Wages and salaries amounted to 
$11,320,110 and the Company contributed 
$1,309,069 to Pension Plans and other group 
benefits. 


DIRECTORS 

In the early part of the year Mr. Peter L. P. 
Macdonnell, Q.C., and Mr. Arthur Kroeger 
resigned from the Board. Mr. J. A. Fraser joined 
the Board in August. The Directors wish to 
express their appreciation for the valued counsel 
and support received from the retiring Directors 
and to recognize especially the 18 year tenure of 


Mr. Macdonnell. 
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OUTLOOK 

It is difficult to foresee the long-term implications 
for the Company considering the depressed 
economic conditions prevailing in the Mackenzie 
District of the Northwest Territories. With the 
reduced volume of industrial freight traffic 
throughout the principal area of the Company’s 
activity, there is little prospect for overall growth 
in 1978. It is evident that a new economic 
stimulant for the Mackenzie Valley would only 
come about with major discoveries of energy 
resources and substantial increases in proven 
hydrocarbon reserves. 

The financial and operational results recorded in 
1977 are in large measure due to the skill, 
commitment and performance of the 
Company’s officers and staff, and to them the 
Board wishes to express its sincere appreciation. 
Throughout its history the great strength of the 
Company has been the ability to provide the 
highest level of service to all of its customers 
while coping with the vicissitudes of the northern 
environment. Every effort will be made to ensure 
that this standard of performance is maintained 
during the years ahead. 


On Behalf of the Board: 


Pee ie eee 


S. D. Cameron, Chairman of the Board 


Vivien tere ne 


L. R. Montpetit, President and Chief Executive Officer 


February 24, 1978 
Edmonton, Alberta 


Auditor General’s Report 


The Honourable Otto Lang, P.C., M-P., 
Minister of Transport, 

Ottawa, Ontario. 

K1A 0G6 


Dear Sir: 


I have examined the consolidated statement of financial 
position of Northern Transportation Company Limited as at 
December 31, 1977 and the consolidated statements of 
operations and deficit, and changes in financial position for 
the year then ended. My examination was made in 
accordance with generally accepted auditing standards, and 
accordingly included such tests and other procedures as I 
considered necessary in the circumstances. 

In my opinion, these consolidated financial statements give a 
true and fair view of the financial position of the corporation 
as at December 31, 1977 and the results of its operations 
and the changes in its financial position for the year then 
ended in accordance with generally accepted accounting 
principles applied on a basis consistent with that of the 
preceding year. 

I further report that, in my opinion, proper books of account 
have been kept by the corporation, the financial statements 
are in agreement therewith and the transactions that have 
come under my notice have been within its statutory 
powers. 


Auditor General of Canada 
J. J. Macdonell 
Ottawa, Ontario 
February 13, 1978 


ACCOUNTING POLICIES 


The Company's accounting policies are in accordance with generally 
accepted accounting principles. The following policies are considered 
to be significant. 


BASIS OF CONSOLIDATION 

The consolidated financial statements include the accounts of the 
Company and its subsidiaries, Yellowknife Transportation Company 
Limited and Grimshaw Trucking and Distributing Ltd. both of which 
are wholly owned. 


OPERATING AND GENERAL SUPPLIES 
Inventories of operating and general supplies are valued at the lower of 
cost or estimated replacement cost. 


INSURANCE INVESTMENT FUND — PROVISION FOR 
INSURANCE 

Except for assets of a subsidiary and certain specified assets of the 
Company which are insured in total for $20,000,000, the Company is 
self-insured for physical loss or damage to real property and 
equipment. A fund in respect of self-insured losses is being 
accumulated by annual charges against income. Proceeds are invested 
in short-term bank deposits. It is the policy of the Company to carry 
general and third party liability insurance. 


PROPERTY AND EQUIPMENT 

Investment in property and equipment is recorded at cost. The cost of 
major additions and replacements are capitalized; maintenance, repairs 
and minor replacements are charged to operations. On retirement or 
disposal, the resulting gains or losses are reflected in current earnings. 


DEPRECIATION ; 
Boats and barges are depreciated on a unit of production basis taking 
into account the estimated ton-mile productive capacity of each vessel 
over a 15 year period with a minimum charge of four per cent per 
annum calculated on a 25 year maximum useful life. The cost of other 
depreciable assets is amortized on a straight-line basis over an 
estimated life of 10 to 20 years for buildings, other structures and site 
development and 5 to 10 years for other equipment. 


PENSION PLAN 

The Company participates in the Eldorado Pension Plan (1959), a 
contributory fixed benefit trusteed plan covering all of the regular 
full-time employees of Northern Transportation Company Limited. 
Current service costs are funded and charged to operations as they 
accrue. Unfunded liabilities as determined by actuarial valuation are 
funded by annual payments which are charged to operations over 
periods recommended by the consulting actuary and as required by 
the Pension Benefits Standards Act. 


CONSOLIDATED STATEMENT OF OPERATIONS AND DEFICIT 
LOR iii EA ENDED DECEMBER 31, 1977 


Income 
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Operating Expenses 
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Net Profit (Loss) From Operations 
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Deficit at Beginning of Year ............................ 


Transfer from Contributed Surplus ...................... 
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The accompanying notes are an integral part of the financial statements. 
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1977 


$22,011,742 
2,851,775 


24,863,517 


7,512,405 
5,912,538 
4,367,668 
2,078,673 


4,634,538 
24,105,822 


757,695 


2,236,684 


1,478,989 
8,011,961 


$ 9,490,950 


1976 


$20,142,842 


3,158,663 
23,301,505 


7,322,436 
5,230,365 
5,097,841 
2 367,028 
4,799,733 


24,817,403 


(T315,898) 


DOLL, 200 


we yrosa‘e gl US 2) 
3,660,012 


(1,036,186) 


$8,011,961 
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION 
Rous WORCENMBER 11977 


Current Assets 
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Current Liabilities 
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Working Capital 
Non-Current Assets 
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Approved on behalf of the Board 
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1977 


$ 829,498 
9,200,000 
1,484,602 
1,553,060 

161,658 


13,228,818 


36,566 
1,481,125 
1,761,788 

705,398 


3,984,877 


9,243,941 


1,401,000 
46,110,242 


47,511,242 
$56,755,183 


$39,793,133 
1,401,000 


41,194,133 


25,052,000 
9,490,950 


15,561,050 


$56,755,183 


1976 


$ 602,717 
8,700,000 
2,073,578 
1,791,563 

127,538 
13,295,396 


425,603 
1,584,022 
3,761,788 
155,000 


7,368,983 


1,004,000 
50,382,546 
51,386,546 


$58,755,529 


$40,711,490 
1,004,000 
41,715,490 


25,052,000 
8,011,961 
17,040,039 


$58,755,529 


The accompanving notes are an integral part of the financial statements. 


CONSOLIDATED STATEMENT OF CHANGES IN FINANCIAL POSITION 


PORM EE 2A ENDED:IDEGEMBER 3171977 


Source of Working Capital 
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Working capital from (used by) operations .................. 
Saleiol propenyanG equipment 3. oo. ass caw sadness ses 
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Use of Working Capital 


Purchase of property and equipment ...................... 
Keduicuo rorlond-ternn debt oc one nctarecG eee une ns 
Transfer to insurance investment fund ..................... 


Increase in Working Capital ............................ 
Working Capital (Deficiency) at Beginning of Year ........ 


Working Capital at End of Year ee eet ans cba ry 


The accompanying notes are an integral part of the financial statements. 


1977 


$1,478,989 
4,944,247 


3,465,258 
144,548 


3,609,806 


419,491 
918,357 
_ 397,000 
1,734,848 


1,874,958 
7,368,983 


$9,243,941 


1976 


$ 5,388,135 
5,125,865 


(262,270) 
204,040 
24,900,000 
24,841,770 
524,687 
7,459,779 
373,000 
8,357,466 


16,484,304 
(91155321) 


$ 7,368,983 


NOTES TO CONSOLIDATED FINANCIAL 
STATEMENTS AS AT DECEMBER 31, 1977 


1. CORPORATE OBJECTIVE 


The principal objective of the Company is to provide a general 
transportation service throughout Northern Canada and the 
Arctic, together with related intermodal services. 


2. ACCOUNTING POLICIES 


The accounting policies followed by the Company and its 
subsidiaries are provided on page 4. 


3. PROPERTY AND EQUIPMENT 


Land 
Boats and barges 
Buildings, other structures 
and site development .... 
Other equipment 


Accumulated depreciation .. 


4. LONG-TERM DEBT 


Notes payable to 
Government of Canada: 


8.41% note due 1978 - 1986 
7.45% note due 1982 - 1991 
8.375% note due 1989 .... 
8.5% notes due 1990 


Individual notes may be 
prepaid without premium 
or penalty 
Mortgage payable by 
Subsidiary Company: 
Prime bank rate plus 
154 7%o.1978=1983. 2. 


Less current portion 


5. SHARE CAPITAL 


Authorized 
400,000 common shares 
of no par value 


Issued and fully paid: 
250,520 shares to Canada 


a’ 


1977 


$ 1,641,182 
57,743,922 


18,081,322 


15,939,703 


93,406,129 
47,295,887 


$46,110,242 


1977 


$ 1,820,000 
31,180,000 
4,853,141 
2,500,000 


40,353,141 


145,390 


40,498,531 
705,398 


$39,793,133 


1977 


$25,052,000 


1976 


$ 1,511,911 
57,755,703 


18,041,962 
15,981,258 
93,290,834 
42,908,288 

$50,382,546 


1976 
$ 2,020,000 
31,180,000 
5,000,000 
2,500,000 
40,700,000 


166,490 


40,866,490 
155,000 


$40,711,490 


1976 


$25,052,000 


6. 


FREIGHTAGE REVENUE 

Included in freightage revenue is an amount of $252,695 

(1976 - $202,042) approved by Parliament to defray the excess 
of costs incurred over revenue earned from the 1977 Keewatin 
resupply operation. 


. OTHER EXPENSE (NET) 
1977 1976 
Expense: 
Interest on debt ......... $3,157,459 $4,580,267 
Income: 
Interest on short-term . 
deposits tae (833,484) (661,163) 
Gain on disposal of 
property and equipment (87,291) (46,867) 
$2,236,684 | $3,872.23) 
. INCOME TAXES 


The Company has claimed for income tax purposes certain 
expenses, principally capital cost allowances on depreciable 
assets, in amounts lower than those charged against operations. 
Accordingly, income taxes payable on income of future years 
may be reduced by claiming allowances for tax purposes in 
excess of amounts charged against operations. At December 
31, 1977, the undepreciated capital cost exceeds the net book 
value of depreciable assets by approximately $15,300,000. 
Pursuant to Section 149(1) (d) of the Income Tax Act the 
Company’s subsidiaries are not subject to income tax. 


. LEASE COMMITMENTS 


The Company and its subsidiaries lease certain equipment, land 
and real estate under long-term contracts and is committed in 
1978 to rental payments of $598,000; 1979 - $576,000; 1980 - 
$506,000; 1981 - $281,000 and 1982 - $265,000. 


10. PENSION PLAN 


At December 31, 1976 the present value of the unfunded 
liability of the plan determined by actuarial evaluation was 
$1,399,174. This liability is being retired by annual payments of 
$131,513 to 1991. 


11. FEDERAL ANTI-INFLATION LEGISLATION 


The Company is subject to the Anti-Inflation Act which provides 
for the restraint of profit margins, prices, dividends and 
compensation. Management is of the opinion that the 
Company has complied with the intent of the Act and 
Regulations and that no significant liability will arise as a result of 
the legislation. 
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